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Recognition of True Costs Forces Increase in
Appraiser Application and Renewal Fees
for Licensure and Certification

by Mark Fagergren
Director Licensing and Education

Effective July 1, 2002 the application fee and renewal fee
for atwo year term of appraiser licensure or certification
will each be $350. The new fee amount was posted in the
State Bulletin in 2001. Public comment on the change
was solicited at a public hearing held on government
licensing fees at the Department of Commerce on De-
cember 7, 2001. The change was submitted as part of the
state budget by the Governor’ s Office of Planning and
Budget, and approved in the 2002 |egidlative session.

Why this less than pleasant
change? Here are severdl

reasons: must fairlyand

accur atelyreflect
theactual labor -
intensive cost of
regulatingthis

1. Utah statute law, U.C.A. 63-
38-3.2 (2)(a)(i), requires that state
fees must be “reasonable, fair and
accurately reflect the cost of
servicesprovided,” whichinthis

profession.”
case isthe cost of licensing and

" By statute, the fee

technically complex

regulating theappraisal industry.

2. Whilethelevel of competency in the profession has
increased dramatically, the number of licensed or certified
appraisers has dropped by half in the last 2¥2 years, in
large part because of the May 2, 2001 legislative increase
inqualifying requirementsand elimination of the" Regis-
tered Appraiser” category. Compare the following
figures: On June 30, 1999, the total number of appraisers
licensed and certified in Utah was 2161, but had de-
creased 55% by September 30, 2001 to 976. As of
March, 2002 the number is 995. At that rate of increase,
by January, 2003 therewill be approximately 1050.

3. Commensurately with the drop in apprai ser numbers,
appraiser licensing fee revenue per year has dropped
substantially, decreasing 55% between June 30, 1999

and September 30, 2001. Evenif the $350 license fee
had been in effect over that time, the decrease in revenue
would still have been 19%.

4. Recently, the fee revenue from appraisers has been
less than the costs of regulating the profession, because it
isatechnically complex and demanding profession that is
labor intensive to regulate, and because the number of
complaints against the appraisers has increased exponen-
tially. Italsorequiressubstantial expertisein theinvesti-
gators and regulators. The licensing fees appraisers
currently pay per year are alesser portion of Real Estate
Division revenues, but appraiser cases and issues take up
proportionately more Division staff time than current fee
income can support.

5. The appraiser licensee base has drastically decreased
innumbers, but investigationsand complaints continueto
comein a asteady rate. We expect complaintsto

decrease over the longer term. continued on page 8
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Appraiser Review

BRADY, JOHN, State-Licensed Appraiser, Salt Lake City.
Agreedto pay a$1,000.00fine and complete a USPAP course,
and agreed notto apply for certification for at least one year after
January 23, 2002, based on two complaints filed with the
Division. In connection with one complaint, Mr. Brady admitted
violating USPAP by picking unlike comparables and making
improper adjustments while working under the supervision of a
certified appraiser in 1998. In connection with the other
complaint, Mr. Brady admitted violating USPAP by failing to
disclose his lack of competency to appraise a unique property
consisting of a horse stable with a second floor residence above
it situated on 22 riverfront acres, and by failing to take the
necessary steps to become competent. #AP98-10-26, and
#AP20-03-04.

BURTON, CLYDE, State-Certified Residential Appraiser,
Clearfield. Agreed to pay a $1,500.00 fine and complete a
USPAP course in settlement of a complaint alleging that his
appraisal of a property in Clearfield at $121,000.00 was too high.
The appraisal order stated, “Please get $120,000.00.” Mr.
Burton denied that he intentionally inflated the appraisal, but
admitted that his appraisal violated USPAP and that his search
for comparable propertieswas probably influenced by having the
$120,000.00 figure in mind when he started his search.
#AP99-11-11.

CHILDS, GRANT E., State-Certified Residential Appraiser,
Payson. Agreedto pay a $2,500.00 fine and complete the 2002
USPAP Coursein settlement of several complaints filed with the
Division. The Division’s allegations, if proven, would constitute
USPAP violations. The allegations included use of inappropri-
ate methods, failing to verify the identity of the owner of a
property or state the sales price and date of the sale, failing to
reportasale thathad occurredless than twelve months earlier,
and valuing a property at $360,000.00 that he had appraised
three months earlier for $290,000 without sufficient justification
for the increase, #AP96-10-05, #AP97-12-09, #AP98-01-05,
and#AP01-08-17.

COON, TERRY V., State-Certified Residential Appraiser, West
Jordan. Agreedto pay a$2,000.00fine and complete a USPAP
course and a course on appraising modular homes, based on
two complaints in which Mr. Coon admitted USPAP violations.
One complaintalleged afailure to analyze a prior sale. The other
complaintalleged thatin the appraisal of a manufactured home
he made improper adjustments and used improper methods
(picking unlike comparables which were framed dwellings and
notmanufactured homes). #AP20-01-19 and #AP10-06-17.

Disciplinary Sanctions

CRAWFORD, NATALIE L., State-Certified Residential Ap-
praiser, Spanish Fork. Allowed to withdraw her application for
renewal, effective February 27,2002, onthe conditions that she
will not apply for a new license or certification for at least two
years and that if she applies for a new license or certification
aftertwo years, the Division willreopen two cases and consider
them in connection with her new application. Ms. Crawford also
agreed that during the two year period she will not own or
manage a company that appraisesin Utah, and that she will not
work for a Utah appraiser as a trainee, unclassified individual
earning points for licensure or certification, clerical support
staff, orinany other capacity. #AP20-01-04 and #AP01-05-13.

ELLSWORTH, D. DELOS, State-Certified General Appraiser,
Provo. In lieu of continuing to respond to the Division’s
investigation of a complaint, Mr. Ellsworth surrendered his
rights in connection with his application for renewal and agreed
not to apply for a new license or certification from the Division
for at least two years. He also agreed that he will not work in
the appraisal business in an unlicensed capacity for the same
period of time. #AP99-09-01.

EVANS, CHRISTOPHER J., State-Certified Residential Ap-
praiser, Orem. Surrendered his certification effective January
23,2002, and agreed notto reapply for atleasttwo yearsrather
than continue to respond to the Division’sinvestigation of cases
#AP20-07-03, #AP20-11-16, #AP01-08-51, and #AP01-08-53.

KNAPHUS, LORENK_, State-Certified Residential Appraiser,
Salt Lake City. Agreed to pay a $2,000.00 fine, complete an
educational requirement, and agreed notto supervise or sign for
any other appraisers or unclassified persons working in the
appraisal business for two years starting January 23, 2002. Mr.
Knaphus admitted violating USPAP by failing to properly train
and supervise registered appraisers who performed the apprais-
alsinvolved in complaints filed with the Division. #AP98-06-16,
#AP98-06-22,#AP01-04-18, and #AP 01-03-28.

KRANSTOVER, WILLIAM J., State-Certified General Appraiser,
Park City. Mr. Kranstover admitted violation of USPAP in two
complaints and agreed to pay a $1,000.00 fine and take a
USPAP course, and that he will not sign for, or supervise other
appraisers, appraiser trainees, or unclassified persons for two
years. In one complaint, the lot value and the improvements
were substantially overstated. In the other complaint, Mr
Kranstover inadequately trained and supervised a registered
appraiser who signed numerous appraisals that were in signifi-
cant violation of USPAP. Mr. Kranstover also failed to physi-
cally inspect the subjects of those appraisals. #AP20-05-14,
and#AP97-04-19.
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RAFINER, LARRY L., State-Certified Residential Appraiser, Pleasant Grove. Mr.
Rafiner admitted violating USPAP by making a series of careless or negligent errors
and agreed to pay a $1,000.00 fine and complete a USPAP course. The complaint
involved an appraisalin which he neglected to mention the listing history of the subject
property or a seller concession on one of the comparables and in which he
inaccurately reported the sales price of another of the comparables. #AP01-08-45.

ROSS, BRUCE, State-Certified Residential Appraiser, Salt Lake City. Expired
certification reinstated effective January 23, 2002 on the following conditions: 1)
Certification suspended immediately with the suspension stayed; 2) Certification
placed on probation for two years, during which time he shall not supervise or sign for
any other appraiser; 3) Completion of an educational requirement; and 4) Payment of
a$3,500.00fine. This stipulated settlementresolves the Petition filed by the Division
in Case AP98-04-13 as well as seven additional complaints filed with the Division. Mr.
Ross admitted violation of USPAP Standards Rules 1-1(a), 1-1(b), 1-1(c), and 1-4(b)
(iii) in connection with Case #AP98-04-13.

HARWARD, TOM O., State-Certified General Appraiser, Highland. Surrendered
certification effective February 27, 2002 in lieu of responding to the Division’s
investigation of complaints filed against him. Mr. Harward agreed not to apply for a
new license or certification for at least five years, that he will not own or manage a
company that appraises in Utah, and that he will not work for a Utah appraiser as a
trainee, unclassified individual earning points for licensure or certification, clerical
support staff, orin any other capacity other than as chauffeur for licensed or certified
appraisers for the same five year period. #AP20-05-08 and #AP20-06-04.

WOODS, C.BRENTON, State-Certified Residential Appraiser, West Jordan. Agreed
notto supervise or sign for any other appraisers for five years, beginning February 27,
2002, and that he will pay a $1,000.00 fine and complete a USPAP course in
settlement of complaints involving appraisals in which he violated USPAP by failing
to properly train and supervise registered appraisers for whom he signed as the
certified appraiser. Theregistered appraisers used comparablesthatwere notsimilar
in size or location and used incorrect data, among other things. #AP98-10-27,
#AP99-08-24, #AP99-10-07, and #AP01-12-26.

WHITAKER, WILLIAM A., State-Licensed Appraiser, Park City. Agreed to pay a
$1,000.00fine in settlement of acomplaintinvolving an appraisal that violated USPAP.
Mr. Whitaker’s appraisal was done when he was arelatively new registered appraiser.
He lackedthe necessary expertise to complete the assignment, which used improper
methods and contained numerous errors. In mitigation, Mr. Whitaker has taken 62.5
hours of appraisal courses since the time of the appraisal and has had no further
complaints filed against him. In further mitigation, Mr. Whitaker maintains that the
certified appraiser who supervised him failed to train nim or to supervise the appraisal.
The certified appraiser is nolonger appraising, having surrendered his certificationin
connection with this and other appraisals. #AP20-03-02.

ZIEMBA, KENNETH A., State-Certified Residential Appraiser, Lehi. Agreed to pay
a $500.00 fine and complete a USPAP course every two years until May 2004 in
settlement of a complaint in which he signed as the registered appraiser on an
appraisal that violated USPAP because there was insufficient data in the workfile to
supportthe conclusions and assumptionsinthe report. Inmitigation, Mr. Ziemba has
taken additional education and passedthe State-Certified Residential appraiser exam
since the time of the appraisal at issue. #AP20-08-09.

Former Appraiser
Sentencedin
3-County Fraud
Scheme

A former appraiser was sentenced to
prison for defrauding morethan 30 people
in Salt Lake, Utah and Tooele counties
who were trying to refinance their homes.

Brooks Bradshaw, 33, was
ordered to serve four con-
current terms of up to five years
igfAhe Utah State Prison.

The Utah Attorney Generd’s Office said
Bradshaw approached people who were
facing foreclosures and told them he was
the owner of amortgage lending company
and could help them get refinancing. In
return, he asked for $400 to $1,000 to
supposedly pay for credit reports and
appraisals.

The Attorney General’s Office said
Bradshaw actually used the money for his
living expensesand did not performany of
the promised services.

Bradshaw lost his appraisal license in
1998 for inflating property values. He
pleaded guilty last year to four third-
degree felony counts of communications
fraud.

In addition to the prison sentence, 3
District Court Judge Joseph Fratto ord-
ered Bradshaw to pay full restitution to
al thevictims.

“This should be a reminder that people
need to do some checking and find a
reputable mortgage company before giv-
ing anyone money for refinancing,” said
Charlene Barlow, assistant attorney gen-
eral.

Printed by permission from the Deseret News
January 16, 2002
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Appraiser Review

USPAP Q & A

This communication by the Appraisal Standards Board
(ASB) does not establish new standards or interpret
existing standards. The ASB USPAP Q&A is issued to
state and territory appraisal regulators to inform all
states and territories of the ASB responses to questions
raised by regulators and individuals; to illustrate the
applicability of the Uniform Standards of Professional
Appraisal Practice (USPAP) in specific situations; and
to offer advice from the ASB for the resolution of
appraisal issues and problems. The ASB USPAP Q&A

do not constitute a legal opinion of
Question #2

the ASB.

A client has asked me to develop an appraisal. | am not under
any obligation by law or regulation, or by agreement with the
client, to comply with USPAPfor this particular assignment,
but | would liketo do so. Isthispossible?

Vol. 3, No. 1 —January 2001

Response:

Y es, you can voluntarily choose to perform an assignment
under USPAP. TheETHICSRULE states” Compliancewith
these standards is required when either the service or the
appraiser isobligated by law or regulation, or by agreement
with the client or intended users, to comply. Complianceis
also required when an individual, by choice, representsthat he
or sheis performing the service as an appraiser.”

Vol. 3, No. 2—February 2001

Question #2

| am performing areview of areal property appraisal and my
client has asked meto give my opinion of value, evenif |
agree withthevalueinthe appraisal. Doesmy concurrence
constitute an appraisal opinion? If so, what do | need to do to
comply withUSPAP?

Response:

Yes, if you concur with the value in the report, it does

constitute an appraisal by thereviewer. SR 3-1 (a) states:
“If the pur pose of the assignment includes the
reviewer developing hisor her own opinion of value
about the subject property of the work under review,
that opinion isan appraisal whether it:

« concurswith the opinion of valuein the
work under review, as of the date of value
in that work or a different date of value; or
« differs from the opinion of value in the
work under review, as of the date of value
in that work or a different date of value.”
(bold added for emphasis)

Y ou should be careful to be sure that your scope of work
clearly includestherequirement to devel op your own opinion
of value(i.e. an appraisal).

The Comment to SR 3-1 (¢) shows the steps that must be
taken when the purpose of an appraisal review includesthe
reviewer expressing his or her own opinion of value. One of
these requirementsisthat you must satisfy Standard | (or
Standard 7 for a personal property appraisal review). Specifi-
cally, whether you concur or disagree with thevaluein the
appraisal being reviewed, you would extend to your develop-
ment processthoseitemsin that appraisal that you conclude
are credible and in compliance with Standard | in this case.
Thisisaccomplished on the basis of an extraordinary as-
sumption. Thoseitems not deemed to be credibleorin
compliance must bereplaced with information or analysisby
thereviewer.

Additional adviceiscontainedin Advisory Opinion20,“An
Appraisal Review Assignment that | ncludesthe Reviewer’'s
OwnOpinionof Vaue.”

Vol. 3, No. 3—March 2001

Question #1

If ahome has sold more than once in the past year, am |
required to analyze all of the sales, or just the most recent
sale? Also, what am | required to do if atransfer of owner-
ship isdueto aforeclosure, or is between family members or
other related parties?

Response:

Advisory Opinion| (AO-l) addressestheappraiser’ sobliga-
tions with respect to prior sales of the subject. It statesin
part:

“USPAP Standards Rulel-5(a) and (b) requirean
appraiser to analyze (I) any current Agreement of
Sale, option, or listing of the property being ap-
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praised, if suchinformationisavailableto the ap-
praiser in the normal course of business, and (2) any
prior sales of the property being apprai sed that
occurred within one year for aoneto four family
residential property or withinthreeyearsfor all other
property types. Inany case, USPAP Standards Rules
2-2(a)(ix), (b)(ix) and (c)(ix) call for the written
appraisal report to contain sufficient informationto
indicate compliancewith the saleshistory require-
ment. Standards Rules 2-2(a)(ix), (b)(is) and (c)(ix)
further requirethat, if saleshistory informationis
unobtainable, thewritten appraisal report must
include acommentary on the efforts taken by the
appraisertoobtaininformation.”

Therefore, you must report and analyze all of the sales, not
just the most recent one. Thiswould also include any type of
sale, whether it was arm’ s length or not. If asale was
between family members, or otherwiserelated parties, or
involved aforeclosure, the appraiser isstill obligated to report
itandanalyzeit.

Inaddition, if saleslistings, etc. from prior periods(i.e.
beyond the one or three year periods) are known and consid-
ered relevant to the appraisal of the subject property, they
should also bereported and analyzed.

Question #3

Isit aviolation of USPAPto offer asamarketing tool for my
services a coupon for a 10% discount off the cost of an
appraisal to potential clients such as mortgagelendersand the
generd public?

Response:
TheManagement section of the ETHICSRUL E states:

The payment of undisclosed fees, commissions, or
things of valuein connection with the procurement
of an assignment isunethical.

(bold added for emphasis)

Comment: Disclosureof fees, commissions,
or things of value connected to the procure-
ment of an assignment must appear inthe
certification of thewritten report and in any
transmittal letter inwhich conclusionsare
stated.

The use of a coupon as a marketing tool would not be a
violation of the ETHICSRULE. However, acouponfor a

reduced fee would be athing of value connected to the
procurement of an assignment. Therefore, proper disclosure
must be madein the certification of the written report andin
any transmittal | etter in which value conclusions are stated.

Vol. 3, No. 4—April 2001

Question #1
Frequently, the borrower in alending transaction isprovided
with acopy of the appraisal report; and in some cases, the
appraiser knows that the borrower will be receiving a copy of
the appraisal report. When the appraiser isaware that the
borrower or any other third party will receive acopy of the
appraisal, doesthis makethat third
party anintended user?

Response:
Not necessarily - USPAP
definesthelntended User as:

"The client and any
other party asidentified,
by name or type, as users of the
appraisal, appraisal review, or appraisal consulting
report, by the appraiser on the basis of communica-
tion with the client at the time of the assignment.”

Theintended use of an appraisal, appraisal review, or appraisal
consulting assignment conclusions and opinionsisestab-
lished by theclient and agreed to by the appraiser. Itis
crucial for the appraiser to know theidentity of all intended
users and of their requirementsin order to correctly under-
stand the intended use of the report.

Statement No. 9 (SMT-9) in USPAP providesfurther guid-
anceonthisissue, including in part:

"A party receiving a report copy fromthe client does not, asa
consequence, becomea party totheappraiser-client relation-
ship.

Parties who receive a copy of an appraisal, ap-
praisal review, or appraisal consulting reportasa
consequenceof disclosurerequirementsapplicableto
an appraiser'sclient do not becomeintended user s of
thereport unlessthe client specificlly identifiesthem
at the time of the assignment.”

continued on page 9
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Appraiser Review

Appraisers: No Duty to Non-Requesting Party

Anappraiser retained by thepurchaser of aresidencewas
not liableindamagestotheseller for alleged negligent
misrepresentation of theval ueof thehome, heldaTennes-
seecourtinthe caseof Addamanv. Lanford, 46 S. W. 3d
199 (Tenn. Ct. App. 2000); appeal denied, 2001.

Background

Mark and CathalenaAddamanbuilttheir ownhome, lived
initfor several years, andthenplaceditonthemarket. A
sal escontract wasenteredintowith Robinand Janet
Whyte, providingfor apriceof $435,900. Thecontract
wascontingent upontheproperty being apprai sedthrough
themortgagelender at avalueat | east equal tothesale
price. Thelender retained Gwendolyn Lanford, alicensed
real estateappraiser, tomaketheappraisal. After what
sheconsi dered appropriatei nvestigation, shesubmittedan
appraisal well below thecontract price. Thelender
refusedto makethemortgageandtheWhytescanceled
thecontract. TheAddamansthen hired another apprai ser
who concluded that thehomewasval ued at $450,000.
TheAddamanssuedLanford, alegingnegligent misrepre-
sentationand breach of contract. Atthesametime, the
Addamanslistedthehomewithabroker at apriceof
$459,900, somewhat higher thantheoriginal listing. When
thecasewastried ayear | ater, the Addamanshad re-
celvednoofferstobuy.

Trial Court Decision

Followingatrial atwhichapprai sal testimony wasgiven
bothfor andagainst Lanford, thetrial judgedirecteda
verdictfor Lanford ontheissueof breach of contract, but
submittedtheissueof negligent misrepresentationtothe
jury. Thejury found against her awarded damagesinthe
amount of $20,000. L anford appeal ed.

Elementsof Negligent Misrepresentation
Following Section 552 of theRestatement (Second) of
Torts, theappellatecourt said that theel ementsof negli-
gent misrepresentationareasfollows:
* Theprovider of theinformationisactinginthe
courseof hisbusinessor profession; and
* Theprovider suppliesfaulty information meant to
guideothersintheir businesstransactions; and

* Theprovider failsto exercisereasonablecarein
obtai ning and communicating theinformation; and
* Thepersonsufferinglosshasjustifiably relied on
theinformation.

NoJustifiable Reliance

Thecourt saidtherewasmaterial evidencetosupporta
jury findingthat Lanfordfailedtocomply withtheappli-
cablestandard of careinmaking her appraisal. However,
theproof fell far short of showingjustifiablerelianceby the
sdllers. Theinformationwasnotgivenfor thesellers
benefit, nor didthesellersdoanythinginrelianceonthe
appraisal. Theapprai sal wasobtainedfor thebenefitand
guidanceof thebuyersandnotthesellers. Theexact
sameoutcome(no sal€) woul d haveoccurredwhether or
not thesellersever knew about theappraisal. Conse-
guently, thecourt reversed thejudgment of thetrial court

anddismissedthecase.

Printed by permission from the Real Estate Law Report Vol 31, No. 6,
November 2001 by Alvin L. Arnold & Marshall E. Tracht, Contributing
Editors. Copyright © 2001 West Group
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LICENSING STATISTICS
2000 RA LA CR CG TOTAL

April 1067 14 481 324 1886
May 1012 15 486 326 1839
June 974 16 485 328 1803
July 947 15 492 327 1781
August 894 17 489 327 1727
September 859 17 490 324 1690
October 826 18 490 321 1655
November 805 18 488 324 1635
December 785 19 492 330 1626
2001

January 751 19 492 330 1592
February 692 22 498 340 1552
March 649 26 499 340 1514
April 593 38 517 345 1493
May 493 46 541 351 1431
June 0 56 571 355 982
July 0 64 580 355 999
August 0 72 561 337 970
September o 77 562 337 976
October 0 80 561 335 976
November 0 84 563 340 987
December 0 82 565 341 988
2002

January 0 83 566 340 989
February 0 86 569 340 995
March 0O 86 569 340 995
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Protecting Yourself from Fraud

by Todd F. Stevens

Cananhonest real estateprofessional
unwittingly becomeinvolvedinred es-
tatefraud? Unfortunately, it happensall
thetime. Red estatefraudissurprisngly
easy for an appraiser to become en-
tangled.

The“typica” fraudulentred estatetrans-
actioninvolvestheflippingof distressed
property. A small group of sophisti-
cated “investors’ locate a distressed
property, usualy asingle-family home

Theappraisal isgiventothelender.
Theloan is made based upon the ap-
praised value, the good credit of the
buyer andthebuyer’ sstatement of in-
tended occupancy. Escrow closes, the
crooksmake $100,000 and the buyer
quickly defaults. Thelender forecloses
ontheproperty and discoversitisnot
worth the amount of the loan. The
investorsaregone, judgment-proof, or
both. Theonly party thelender canfind
—theappraiser —getssued.

client you have never done business
with nor ever heard of, be cautious. |
amnot suggestingthat youturndownall
new busi nessbut doalittlehomework
onafirst-time, unknownclient. How
long havethey beeninbusiness? Are
they alicensed professional (i.e., real
estate/mortgagebroker)? How didthey
getyour name? Oddsareitwill notbe
from a typical referral source. The
shady investorisusually notalicensed
professiond, dthoughthey may clamto

be. Check governmental licensing

or small apartment complex. The
investorsacquiretheproperty below
market value, based upon itsdam-

CAUTION

Websites, get businesscardsand ask
around.

aged condition. Theinvestorsperform
minor cosmetic work, not addressing
thetruedefects(i.e., cracked slab) and
locateanew buyer.

Thebuyerisoftenanaiveindividua who
ispromisedfantasticreturnsif heper-
mitstheuseof hiscredittopurchasethe
property. Theinvestorsagreetoservice
the debt and pay all other costs after
closing. Theinvestorspromisethebuyer
they will locate a purchaser in afew
months. Of course, theinvestorsnever
intendtofulfill thesepromisesanddon’t
disclosethedefectiveconditionof the
property tothebuyer.

Thebuyer agreestopay $100,0000ver
the price paid by theinvestorsto pur-
chasetheproperty. Theinvestorshire
anappraisertovauethefreshly painted,
vacant and clean property. Of course,
nothing is disclosed to the appraiser
regardingthedefectiveconditionof the
property. Theappraiser istold of the
purchasepriceagreeduponby thebuyer.

There are several derivations of this
bas cscheme. Commontodl isthatthe
investorsusualy haveknowledgeof the
red estateindustry, acquiredlegitimatey
insomeaspect of thebusiness. Thus,
they can be very smooth and tell a
compellingstory.

War ning Signsof Fraud

| havedefended severa appraiserswho
havebeensuedby theunhappy lenders.
My clientswerenot part of thefraudu-
lentconspiracy. Afterworkingonsev-
erd fraudcases, | startedtoassemblea
listof thesignsthat, if recognized, could
keeptheapprai ser out of trouble. | also
spokewith Stephen Robinson, adeputy
districtattorney inthereal estatefraud
divisionof theSan Diego County Dis-
trict Attorney’ soffice. Mr.Robinson, a
veteranof hundredsof real estatefraud
cases, providedva uableinsight.

Know Thy Clients
Whenyourecelveanassgnmentfroma

Anappraisal assignment generated by
anunusua sourceof businessmay bea
negativesign. If yourtypical clientisa
lender andtheass gnment comesfroma
private party, rea estate broker or
mortgagebroker, digalittle. Wheredo
they intend to submit the appraisal ?
Why isthelender nottheretainingparty?

Decliningtheassignmentisawaysthe
best avoidancetechnique. However, if
youhaveacceptedanassgnment, watch
for warning signsthat devel op asyou
work onthereport.

IsltYour Turf?

If the subject property is outside the
geographic areawhereyou typically
work, this could be ared flag. Ask
yourself, why arethesefolksattempt-
ingtohireme?

Islt a Rusn?
Theseinvestorsalmost alwaysask the
apprai ser tocompl etetheassignment

continued on page 8
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Costs Increase

continued from page 1

6. Neighboring states charge ap-
praiser fees around $350 for two
years of licensure/ certification. The
fees per state are: Wyoming: $365,

I daho: $500, Colorado: $190, Nevada:
$290, Arizona: $475. The average
fee for those states is $365.

7. Other Utah professionals, such as
attorneys, pay higher 2-year fees, i.e.
$700.

8. Appraiser regulation isfederally
prescribed and mandated, and is
therefore substantial and extensivein
its effect, though it is not funded by
the federal government.

9. Appraiser regulation must be
carried out and must be effective,
because appraisers have such sub-
stantial impact on the market values
of housing in the state, and on the
availability and cost of mortgagesin
the state, which in turn impacts the
constructionindustry. Appraisals
must be as accurate as possible.

SUMMARY: BY STATUTE,
U.C.A. 63-38-3.2 (2)(a)(i), THE
FEE MUST REFLECT FAIRLY
AND ACCURATELY THE
ACTUAL LABOR-INTENSIVE
COST OF REGULATING THIS
TECHNICALLY COMPLEX
PROFESSION THAT HAS
SUBSTANTIAL IMPACT ON
THE ECONOMY OF UTAH.

NOTE: The proposed $350 feg, like
the former fee, does not include the
$50 pass-through fee charged for
registrationwith thenational
appraiser database.

Protecting Yourself
from Fraud

continued from page 7

onarushbasis. Thisgivesthebuyerless
time to get cold feet and impairs the
ability of theapprai ser todoathorough
job.

Islt Hush Hush?

If theapprai serisinstructed not to speak
toanyoneother thantheretaining party
about the property —thisisabad sign.
Neighborslovetochat about theneigh-
borhood; sometimesthe subject prop-
erty will haveatenant. Aninstructionto
speak to only the principal israrely a
justifiablerequest.

Timingof theL ast Sale

Wasthe property recently sold? If the
current purchase priceissignificantly
higher, get proof of the improvement
work supposedly performed. Do not
accept theword of theretaining party.
Find out why the property sold for a
muchlower valueintherecent past.

Verify

Besuspiciousif theclient presentsyou
withapacket of comparablesal esdata,
rent rolls, leases and other documents
relatingtovaluation. Besuretoverify
dataprovidedtoyou, evenif it appears
reliable. Avoidbracketed comparable
salesearches. Y oumay missaneighbor-
ing property that soldin amuch lower
price range because of a defect that
couldaffect thesubject property.

Cash IsNicebut . ..

Cashiswonderful payment buttheshady
clientusualy wantstoleaveasfewtracks
aspossible. | amnot suggestingthat you

turndowncashbutitmay bearedflag
of atroubledtransaction.

Know ThyNeighbor hood

If the surrounding neighborhood is
knownfor aspecificproblem(i.e. soil
subsidence) but accordingtotheclient
thesubject property isclean, beleery.
The property may befreefrom com-
mon area problems, but be sure. In-
cludeinyour report any representations
that you receivedfromtheprincipals,
referencetheinformationyouwereable
to obtain and thefactsthat you could
notconfirm.

Real estatefraudisnot anew phenom-
enon. Despiteall of thesafeguardsin
place, itstill occurswithalarmingfre-
guency. Byremainingvigilantyoucan
avoidit.

Mr. Stevens is a shareholder in the law
firm of Keeney Waite & Stevensin San
Diego. He has represented appraisers,
home inspectors and other real estate
professionalsfor 13 years. Heisa former
president of the San Diego County Bar
Association.

Printed by permission from
The Communicator,
March 2002,
published
by the
FREA

It has come to the attention of the
Division of Real Estate that many of
you did not receive the December
edition of the Appraiser Review. If
you did not, and you wish to receive
this edition, please contact us. We'll
be happy to mail one out to you.
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Question #1

| was recently told that USPAP allows
appraisers to wait and create a
workfile after the report has been
delivered to the client for an appraisal,
appraisal review, or appraisal consult-
ing assignment. Isthistrue?

Response:
No. The Record Keeping section of
the ETHICS RULE states:

A workfile must be in exist-
ence prior to and contempo-
raneous with the issuance of
a written or oral report. A
written summary of an oral
report must be added to the
workfile within a reasonable
time after the issuance of the
oral report. (bold added for
emphasis)

It is advisable to create a workfile as
soon as an agreement between an
appraiser and aclient resultsin an
assignment.

Question #2

| am a state certified appraiser and
was recently asked by aclient to
performa*® condition and marketability
report.” A value conclusionis not
regquested as part of the assignment;
however, | must sign the report as an
appraiser. Isthisassignment covered
by USPAP?

Response:

Yes. Since the condition and market-
ability of aproperty directly pertainsto
itsvalue, thisisavauation service.
Furthermore, because you are being
asked to perform the service

as an appraiser, the assignment
involves appraisal practice. USPAP
defines appraisal practice as:

valuation services, includ
ing, but not limited to, ap-
praisal, appraisal review,or
appraisal consulting, per-
formed by an individual

as an appraiser.

Comment: Appraisal prac-
tice is provided only by
appraisers, while valuation
services are provided by a
variety of professionals and
others. The terms appraisal,
appraisal review, and
appraisal consulting are
intentionally generic and
are not mutually exclusive.
For example, an opinion of
value may be required as
part of an appraisal review
and is required as a compo-
nent of the analysis in an
appraisal consulting assign-
ment. The use of other
nomenclature for an ap-
praisal, appraisal review, or
appraisal consulting assign-
ment (e.g., analysis, counsel-
ing, evaluation, study,
submission, or valuation)
does not exempt an ap-
praiser from adherence to
the Uniform Sandards of
Professional Appraisal
Practice.

(bold added for emphasis)

Appraiserswho provide appraisa
practice services for which there are
no specific performance standards
should comply with the portions of
USPAP that still apply generally to
appraisal practice. Theseinclude the
PREAMBLE; the Conduct, Manage-
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APPRAISERS

We invite you to submit
articles for consideration for
publication in this newsletter.
Articles should address issues of
interest to the appraisal indus-
try.

We will review the information
submitted and, if appropriate,
publish the article in a future
edition of the Appraiser Review.
Al articles are subject to editing
for length and content. Submit-
ted articles cannot be returned.
Submit articles to:

Mark Fagergren

Utah Division of Real Estate
Box 146711

Salt Lake City UT 84114-6711
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USPAP and
Utah Law

It isimportant for all appraisersto stay
current with USPAP. The current edition
of USPAP (along with Advisory Opinions
and Statements) is always available from
the Appraisal Foundation. Their phone

numberis:
(202) 347-7722, and

their addressis:

TheAppraisal Foundation

1029 Vermont Ave N.W. Ste 900
Washington, DC 20005-3517

or you may wish to go to their website:
www.appraisalfoundation.org.

The Division of Real Estate plansto print
some copies and they will be availablein
our offices at 160 E 300 South, Salt Lake
City UT 84111. Thecostis$6.50isyou
pick them up, or $8.50 if we mail them.

It isalso important to stay current with
Utah Statute and Administrative Rules.

Y ou may link to them through our website
a: www.commerce.utah.gov/dre. That
will take you to the home page of the
Division of Real Estate. When you get
there click on “About Us,” and then on
“AdministrativeRules.”

(/You Must Notify the Division“
--in Writing --

a)

Within 10 Days of:

* a change of personal address

» a change of business address

 a change of name

* a change of personal telephone
number

 a change of business telephone
number

* a conviction of a criminal
offense

« a filing of bankruptcy

\S

USPAP Q.& A.

continued from page 9

ment, and Confidentiality sections of the ETHICS RULE; the COM PE-
TENCY RULE; the JURISDICTIONAL EXCEPTION RULE; and the
SUPPLEMENTAL STANDARDS RULE.

(See AO-21 for further advice).

Question #3
| am appraising a property that will require a Discounted Cash Flow (DCF).
Are there any special requirements in USPAP for this?

Response:
Yes. STATEMENT NO. 2 (SMT-2) contains a number of requirements
related to performing aDCF. Thefollowing outlinesthe conclusions at the
end of this Statement:
*DCF analysis is an additional tool available to the appraiser
and is best applied in developing value opinions in the context
of one or more other approaches.
oIt is the responsibility of the appraiser to ensure that the con-
trolling input is consistent with market evidence and prevailing
market attitudes.
*Market value DCF analyses should be supported by market-
derived data, and the assumptions should be both market-and
property-specific.
oIf using commercial software the appraiser should cite the
name and version of the software and provide a brief descrip-
tion of the methods and assumptions inherent in the software.
*DCF accounts for and reflects those items and forces that
affect the revenue, expenses, and ultimate earning capacity of
real estate and represents a forecast of events that would be
considered likely within a specific market.
*The results of DCF analysis should be tested and checked for
errors and reasonableness.
*Standards Rule 1-1(b) states that the appraiser must not commit
a substantial error of omission or commission that significantly
affects the appraisal.

Since statements have the full weight of a Standards Rule, their requirements
are binding and must be adhered to.

™~

I n Menori am
The Wah D vi si onof Real Estat e expresses
condol encestothefamly of
Robert LI oyd Cope
UahCertifiedGneral Apprai ser
who passed anay recent | y
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1IN When things are beyond your

’).‘\’control (ie. computer failure, traffic jams), don’t

/ stress yourself over what you can’t change. ’

( Rather, focus on what you can do something \'

)\ about — your attitude. Practice thinking ‘,
positively, looking on the brighter side, to help (’
you make it through difficult or demanding ‘\\

situations. ‘.’)
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